BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

DOCKET NO. UE-01

EXHIBIT NO. (JEE-1)

WITNESS: JON E. ELIASSEN, AVISTA CORP.

Exhibit No.___ (JEE-1)
Docket No. UE-




( BW)(NY-FITCH/AVISTA) Fitch Affirms Avista Corp.'s Ratings
Business Editors

NEW YORK--(BUSINESS WIRE)--Sept. 28, 2001--Fitch has affirmed the ratings
of Avista Corp.'s (AVA) debt securities (see listing below) following the
Washington Utilities and Transportation Commission (WUTC) order allowing the
company to recover $125 million of deferred power costs, subject to refund, over
a 15-month period. The Rating Outlook remains Negative.

The rate order, which equates to about $59 million annually, together with cost
reduction measures undertaken by management and available credit lines,
should provide ample liquidity over the near-to-intermediate term. However, the
rate order allowed only about 65% of AVA's deferred fuel balance as of Sept. 30,
2001 and makes no provision for recovery of the remaining balance. Of particular
concern is the WUTC decision to end the company's deferral mechanism as of
Dec. 31, 2001. '

The company is also required to file a general rate case by Dec. 1, 2001 that will
review the prudence of the deferred power costs. The outcome of the rate order
is likely to have a significant impact on AVA's credit quality and ratings.

The WUTC order was issued in response to the company's July 2001 filing,

which requested an $87 million (37%) temporary annual rate increase to recover
deferred power costs over a 27-month period. AVA's power cost deferrals result
from extraordinarily high regional wholesale energy prices caused by the
California energy shortage, extremely poor hydro conditions in the Pacific-
Northwest, and the absence of a power cost adjustment mechanism to pass such
costs through to customers. AVA deferred roughly $190 million of energy costs
through Sept. 30, 2001.

The order authorizes a $125 million reduction in the deferred balance over a 15-
month period, which equates to a temporary electric rate surcharge of $59 million
(25%) per annum. Roughly $53 million of the deferred balance will be reduced
via a non-cash credit related to the monetization of AVA's power sale to Portland
General Electric. Proceeds from the 1998 monetization, previously scheduled to
be booked over an eight-year period, will be fully recognized October 1, 2001.
The company is considering alternative financing measures, including a potential
sale or partnership for its 280-MW Coyote Springs 2 combined-cycle combustion
turbine project, which is scheduled for commercial operation in June 2002.

In Idaho, a power cost adjustment (PCA) mechanism has been adopted that
enables the pass through of a portion of the company's power procurement costs
to customers. In July 2001, AVA filed for a $17.9 million (14.7%) PCA rate -
increase to be effective Sept. 15, 2001 through December 2003 and that its

Exhibit No.__. (JEE-1)
Docket No. UE-
Page 1 of 7



existing 4.7% PCA increase remain in place through December 2003. The Idaho
Public Utilities Commission (IPUC) Staff recommended that AVA's filing be
accepted by the IPUC with only modest modifications. A final order is expected in

early October 2001.
The ratings are affirmed as follows:

Avista Corp. --First mortgage bonds 'BBB'; --Senior unsecured debt 'BBB-; --
Preferred stock 'BB+'; --Trust preferred 'BB+'; --Commercial paper 'F2'.

--30--CT/ch*

CONTACT: Fitch
Philip Smyth, 212/908-0531 or Robert Hornick,
212/908-0523, New York

KEYWORD: WASHINGTON CALIFORNIA IDAHO
INDUSTRY KEYWORD: UTILITIES BOND/STOCK RATINGS
SOURCE: FITCH ‘
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Y Global Credit Research
%\%? Rating Action
Moody's investors Service 8 OCT 2001

Rating Action: Avista Corp.

MOODY’S DOWNGRADES CREDIT RATINGS OF AVISTA CORPORATION (SR.SEC. TO Baa3)

Approximately $1.3 Billion of Debt Securities Affected.

New York, October 08, 2001 -- Moody’s Investors Service downgraded the ratings of Avista Corporation (Sr.
Secured to Baa3). The downgrade of Avista’s ratings is in response to concerns about an expected longer
period for financial recovery than had originally been anticipated, as well as lingering regulatory uncertainties
in the state of Washington. The outlook for Avista’s ratings is negative, reflecting the still considerable
challenges that the company must overcome to restore earnings, cash flow, and liquidity to healthier levels.

Ratings downgraded include Avista Corporation’s senior secured debt to Baa3 from Baa1; its senior
unsecured debt and issuer ratings to Ba1 from Baa2; its preferred stock rating to Ba3 from Ba1; and its shelf
registration ratings for prospective issuance of unsecured debt to (P)Ba1 from (P)Baa2.

Ratings also downgraded include the preferred capital securities of Avista Corp. Capital | and Avista Corp.
Capital |l to Ba2 from Baa3, as well as the shelf registration rating for prospective issuance of preferred
capital securities or subordinated debt of Avista Corp. Capital Ill to (P)Ba2/(P)Ba2 from (P)Baa3/(P)Baa3,
respectively.

Moody’s has downgraded these ratings despite the Washington Utilities and Transportation Commission’s
(WUTC) recent approval of a 25% temporary electric rate surcharge for Avista, covering the period from
October 1, 2001 to December 31, 2002. The surcharge is less than the 36.9% requested, is in effect for 15
months versus the 27 months requested, and is subject to refund, pending a prudence determination
expected to be part of the general rate case that Avista is mandated to file by December 1, 2001. Also, of
particular concern to Moody'’s is the fact that the existing energy cost deferral mechanism is being eliminated
effective December 31, 2001. In taking this action, Moody’s has factored in the expectation that Avista will
receive a ruling relating to its request for a 14.7% electric surcharge in its substantially smaller Idaho
jurisdiction within the next several days. Moody’s notes that Idaho regulators have been demonstrating solid
support for utilities in recent decisions rendered and that Idaho regulation has in place a tested deferral
mechanism, which serves to provide a high degree of certainty around the eventual recovery of the deferred
power costs.

The recent WUTC order signals some support of Avista’s need to address the sizable build up of energy
cost deferrals due to a confluence of circumstances, including the worst drought conditions in over 70 years,
volatile pricing for power in the wholesale market, and other changing market conditions (e.g.; price caps
imposed by the Federal Energy Regulatory Commission). However, the order also creates a longer period
for financial recovery than would have been the case if the WUTC order approved Avista’s request for
interim rate relief entirely as filed earlier this year. Moody’s remains concerned that Avista is still left with
ongoing challenges, following the recent WUTC order. Therefore, the downgrading of Avista’s credit ratings
anticipates that the utility will still need to cope with ongoing, albeit less severe, cash flow pressures
because rates will still not completely cover power supply costs and the existing energy cost deferral
mechanism is being eliminated. v

Against the backdrop of the recent WUTC order, Moody’s will continue to assess Avista’s ability to finance
construction of the Coyote Springs Il generation plant, its ability to withstand the expected delay in a planned
common equity offering due to the current market environment, and whether the utility’s other strategies to
reduce costs and rationalize nonregulated investments can be implemented successfully. Although Avista
was able to add to its liquidity in the face of challenging circumstances, Moody’s considers success in regard
to the aforementioned matters as integral to improving earnings, cash flow, and liquidity to more healthy
levels. In addition, a favorable outcome of the general rate filing to be made by December 1, 2001 would
help stabilize the current negative rating outlook. This would be especially so if the outcome implements a
power cost adjustment mechanism to create more certainty surrounding recovery of Avista’s power supply
costs incurred to serve its customers in the Washington jurisdiction.

http://www.moodys..../2001200000359299.asp?namedEntity
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Avista Corporation is an energy company with utility and other subsidiary operations throughout North
America. Its headquarters are located in Spokane, Washington.
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© Copyright 2001 by Moody's Investors Service, 99 Church Street, New York, NY 10007. All rights reserved.

ALL INFORMATION CONTAINED HEREIN IS COPYRIGHTED IN THE NAME OF MOODY'S INVESTORS SERVICE, INC. ("MOQODY'S"),
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED,
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR
WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information is provided
"as is" without warranty of any kind and MOODY'S, in particular, makes no representation or warranty, express or implied, as to
the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any such information. Under no
circumstance shall MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or in part caused by,
resulting from, or relating to any error (negligent or otherwise) or other circumstance or contingency within or outside the control
of MOODY'S or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential,
compensatory or incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in advance
of the possibility of such damages, resulting from the use of, or inability to use, any such information. The credit ratings, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion and not
statements of fact or recommendations to purchase, sell or hold any securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO
THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each
rating or other opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the
information contained herein, and each such user must accordingly make its own study and evaluation of each security and of
each issuer and guarantor of, and each provider of credit support for, each security that it may consider purchasing, holding or
selling. Pursuant to Section 17(b) of the Securities Act of 1933, MOODY'S hereby discloses that most issuers of debt securities
(including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MOODY'S have,
prior to assignment of any rating, agreed to pay MOODY'S for the appraisal and rating services rendered by it fees ranging from
$1,000 to $1,500,000.
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Thoren, Diane

From: SandPUtil@ StandardAndPoors.Com

Sent:  Wednesday, October 10, 2001 5:08 AM

To: dthoren@avistacorp.com

Subject: Avista Corp.’s Ratings Lowered, Off CreditWatch

STANDARD

&POORS

This report was reproduced from Standard & Poor's Web-based credit ratings and research
service, RatingsDirect.
Click here to get a FREE 30-day trial!

Your Connection to Standard & Poor’s
Utilities Ratings Team

Standard & Poor’s is pleased to provide ongoing service to the investment
community.

Avista Corp.’s Ratings Lowered, Off CreditWatch
Dimitri Nikas, New York (1) 212-438-7807

NEW YORK (Standard & Poor's) Oct. 10, 2001--Standard & Poor’s today
lowered its corporate credit rating on Avista Corp. to double-'B’-
plus from triple-'B’-minus and removed the ratings from
CreditWatch, where they were placed with negative implications on
Aug. 2, 2001. The outlook is negative. (See list below for all
rating actions.)

The downgrade reflects Avista’s substantially weakened
financial profile, which is not expected to recover to levels
commensurate with those of investment-grade companies over the near
term, considerable uncertainty surrounding the regulatory
environment in Washington despite the recently approved 25% rate
surcharge, and management’s ongoing challenges to ensure adequate
liquidity until a final regulatory order is approved.

The financial profile for Avista has weakened significantly
over the past 12 months, mainly as a result of increasing power
cost deferrals, which have been internally funded and will continue
to be so. The deferrals accrued because Avista paid substantially
more for electricity than what it collected in rates. Therefore,
Avista’s cash-generation ability has been compromised, leading to
credit-protection measures that are inadequate for the rating
category.
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The recently approved 25% rate surcharge in Washington state
is expected to provide some relief to Avista in the form of much
needed liquidity. However, the rate surcharge is much less than
that requested by the company and will expire in 15 months (Dec.
31, 2002), a much shorter period than the 27 months requested by
Avista. As a result, Avista will be unable to recover all
accumulated deferrals. As part of the recent Washington Utilities
and Transportation Commission (WUTC) decision, Avista’s ability to
defer additional power costs in excess of rates will terminate on
Dec. 31, 2001, creating further uncertainty as to the recovery of
additional power cost deferrals. Avista plans to address the
unrecovered deferred balances, the ability to defer additional
power costs, and the ability to share power costs with ratepayers
in the upcoming general rate case filing, which is to be submitted
by Dec. 1, 2001. However, the WUTC may take up to 11 months to
respond, thereby creating considerable uncertainty as to the final
outcome. The company'’'s precarious position is further emphasized by
the fact that as part of the rate filing, the WUTC will examine the
prudence of the deferred power costs and retain the authority to
order a refund of the amounts recovered, if necessary.

At the same time, Avista management is pursuing various
alternatives to ensure adequate liquidity until the WUTC responds
to the company’s general rate filing. These plans include
alternative financing for the Coyote Springs 2 combined-cycle
plant, which is expected to come on line in early summer 2002, a
planned equity offering that the company may be challenged to
complete due to adverse market conditions, reductions in operating
costs and planned capital expenditures, and the disposition of
certain noncore assets. Although these measures may provide the
necessary relief during a transition period, clearly Avista needs a
strong show of regulatory support in the form of a rate order that
addresses the current cost under-recovery and provides a supportive
regulatory framework that addresses the evolving and volatile
nature of the electric utility industry. Without such a show of
support, Standard & Poor’s is concerned that Avista’s financial
profile may deteriorate further, leading to even weaker credit-
protection measures.

OUTLOOK: NEGATIVE

The negative outlook reflects the challenges facing Avista in its
effort to maintain adequate liquidity while ensuring the integrity
of its electric utility operations and the regulatory uncertainty
concerning the company’s upcoming general rate filing. Without the
necessary liquidity or a favorable rate order, the company’s
financial profile may deteriorate further, leading to even weaker
credit-protection measures and lower ratings.

RATINGS LOWERED AND REMOVED FROM CREDITWATCH

TO FROM
Avista Corp.
Corporate credit rating BB+ BBB-
Senior secured debt BBB- BBB
Senior unsecured debt BB+ BBB-
Preferred stock BB- BB
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Shelf debt preferred stock (prelim) BB- BB
Shelf senior unsecured (prelim) BB+ BBB-

Avista Capital I
Preferred stock* . BB- BB

Avista Capital II
Preferred stock* _ BB- BB
*Guaranteed by Avista Corp.

RatingsDirect Link is a FREE service provided by Standard & Poor’s. If you do not wish to receive further E-mails related to this topic only, please click here
or send a blank E-mail to leave-Utility @ratingslist.standardandpoors.com

If you do not wish to receive further E-mails on any topic, please click here or send an E-mail with the subject "Unsubscribe" to
ratings_customerrelations @standardandpoors.com

If you would like to be added to this list, please click here or send a blank E-mail to join-Utility @ratingslist.standardandpoors.com You will be asked to
confirm your request. i

For additional information on Standard & Poor’s visit our web site at http://www.standardandpoors.com

This report was reproduced from Standard & Poor’s RatingsDirect, the premier source of real-time, Web-based credit ratings and research from an organization
that has been a leader in objective credit analysis for more than 140 years. To preview this dynamic on-line product, visit our RatingsDirect Web site at

http://www.standardandpoors.com/ratingsdirect

Published by Standard & Poor’s, a Division of The McGraw-Hill Companies, Inc. Executive offices: 1221 Avenue of the Americas, New York, N.Y. 10020.
Editorial offices: 55 Water Street, New York, NY 10041. Subscriber services: (1) 212-438-7280. Copyright 2001 by Standard & Poor’s , a division of The
McGraw-Hill Companies. Reproduction in whole or in part prohibited except by permission. All rights reserved. In providing the Information on this E-mail
(the "Standard & Poor’s Information") Standard & Poor’s has relied on information obtained from third party sources and Standard & Poor’s has not
independently verified such information. Standard & Poor’s makes no guarantees or warranties as to the accuracy or completeness of or results to be obtained
from accessing and using the Standard & Poor’s Information. Neither Standard & Poor’s nor its affiliates shall be liable to any user or anyone else for any
inaccuracy, error or omission, regardless of cause, in Standard & Poor’s Information or for any damages resulting there from.

Standard & Poor’s ratings are not market ratings nor are they recommendations to buy, hold or sell any security or obligation issued by an obligor. Standard &
Poor’s relies on information provided by obligors, their accountants, counsel and other experts and does not perform an audit in connection with any rating.
The sending of the E-mail by users should not be construed as an endorsement of the accuracy of any of the data or conclusions, or as an attempt to
independently assess or vouch for the financial condition of any company. Standard & Poor’s receives compensation for determining ratings. Such
compensation is based on the time and effort to determine the ratings and is normally paid by the entity being rated. The compensation generally varies from
US$10,000 to US$1,000,000. While Standard & Poor’s reserves the right to disseminate the rating, it receives no payment for doing so except for subscriptions
to its publications.

For information on Standard & Poor’s Customer Privacy Policy visit: http://www.mcg raw-hill.conV/privacy.html
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